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this section must secure the consent of
the Commissioner in accordance with
the requirements of §1.446-1(e). For the
taxpayer’s first taxable year ending on
or after December 31, 2003, the taxpayer
is granted the consent of the Commis-
sioner to change its method of account-
ing to comply with this section, pro-
vided the taxpayer follows the adminis-
trative procedures issued under §1.446—
1(e)(3)(ii) for obtaining the Commis-
sioner’s automatic consent to a change
in accounting method (for further guid-
ance, for example, see Rev. Proc. 2002—
9 (2002-1 C.B. 327) and
§601.601(d)(2)(ii)(b) of this chapter).

(2) Scope limitations. Any limitations
on obtaining the automatic consent of
the Commissioner do not apply to a
taxpayer seeking to change to a meth-
od of accounting to comply with this
section for its first taxable year ending
on or after December 31, 2003.

(3) Section 481(a) adjustment. The sec-
tion 481(a) adjustment for a change in
method of accounting to comply with
this section for a taxpayer’s first tax-
able year ending on or after December
31, 2003 is determined by taking into
account only amounts paid or incurred
in taxable years ending on or after Jan-
uary 24, 2002.

[T.D. 9107, 69 FR 446, Jan. 5, 2004]

§1.263(a)-6T Election to deduct or cap-
italize certain expenditures (tem-
porary).

(a) In general. Under certain provi-
sions of the Internal Revenue Code,
taxpayers may elect to treat capital
expenditures as deductible expenses or
as deferred expenses, or to treat de-
ductible expenses as capital expendi-
tures.

(b) Election provisions. The sections
referred to in paragraph (a) of this sec-
tion include:

(1) Section 173 (circulation expendi-
tures);

(2) Section 174 (research and experi-
mental expenditures);

(3) Section 175 (soil and water con-
servation expenditures; endangered
species recovery expenditures);

(4) Section 179 (election to expenses
certain depreciable business assets);

(5) Section 179A (deduction for clean-
fuel vehicles and certain refueling
property);
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(6) Section 179B (deduction for cap-
ital costs incurred in complying with
environmental protection agency sul-
fur regulations);

(7) Section 179C (election to expense
certain refineries);

(8) Section 179D (energy efficient
commercial buildings deduction);

(9) Section 179E (election to expense
advanced mine safety equipment);

(10) Section 180 (expenditures by
farmers for fertilizer);

(11) Section 181 (treatment of certain
qualified film and television produc-
tions);

(12) Section 190 (expenditures to re-
move architectural and transportation
barriers to the handicapped and elder-
1y);

(13) Section 193 (tertiary injectants);

(14) Section 194 (treatment of refor-
estation expenditures);

(15) Section 195 (start-up expendi-
tures);

(16) Section 198 (expensing of environ-
mental remediation costs);

(17) Section 198A (expensing of quali-
fied disaster expenses);

(18) Section 248 (organization expend-
itures of a corporation);

(19) Section 266 (carrying charges);

(20) Section 616 (development expend-
itures); and

(21) Section 709 (organization and
syndication fees of a partnership).

(c) Effective/applicability date. This
section applies to taxable years begin-
ning on or after January 1, 2012. For
the applicability of regulations to tax-
able years beginning before January 1,
2012, see §1.263(a)-3 in effect prior to
January 1, 2012 (§1.263(a)-3 as contained
in 26 CFR part 1 edition revised as of
April 1, 2011). For the effective dates of
the enumerated election provisions, see
those Internal Revenue Code sections
and the regulations thereunder.

(d) Expiration date. The applicability
of this section expires on December 23,
2014.

[T.D. 9564, 76 FR 81125, Dec. 27, 2011, as
amended by 77 FR 18688, Mar. 28, 2012]

§1.263(b)-1 Expenditures for adver-
tising or promotion of good will.
See §1.162-14 for the rules applicable
to a corporation which has elected to
capitalize expenditures for advertising
or the promotion of good will under the
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provisions of section 733 or section 451
of the Internal Revenue Code of 1939, in
computing its excess profits tax credit
under Subchapter E, Chapter 2, or Sub-
chapter D, Chapter 1, of the Internal
Revenue Code of 1939.

§1.263(c)-1 Intangible drilling and de-
velopment costs in the case of oil
and gas wells.

For rules relating to the option to
deduct as expenses intangible drilling
and development costs in the case of
oil and gas wells, see §1.612-4.

§1.263(e)-1 Expenditures in connec-
tion with certain railroad rolling
stock.

(a) Allowance of deduction—(1) Elec-
tion. Under section 263(e), for any tax-
able year beginning after December 31,
1969, a taxpayer may elect to treat cer-
tain expenditures paid or incurred dur-
ing such taxable year as deductible re-
pairs under section 162 or 212. This
election applies only to expenditures
described in paragraph (c) of this sec-
tion in connection with the rehabilita-
tion of a unit of railroad rolling stock
(as defined in paragraph (b)(2) of this
section) used by a domestic common
carrier by railroad (as defined in para-
graph (b) (3) and (4) of this section).
However, an election under section
263(e) may not be made with respect to
expenditures in connection with any
unit of railroad rolling stock for which
an election under section 263(f) and the
regulations thereunder is in effect. An
election made under section 263(e) is an
annual election which may be made
with respect to one or more of the
units of railroad rolling stock owned
by the taxpayer.

(2) Special 20 percent rule. Section
263(e) shall not apply if, under para-
graph (d) of this section, expenditures
paid or incurred during any period of 12
calendar months in connection with
the rehabilitation of a unit exceed 20
percent of the basis (as defined in para-
graph (b)(1) of this section) of such unit
in the hands of the taxpayer. However,
section 263(e) does not constitute a
limit on the deduction of expenditures
for repairs which are deductible with-
out regard to such section. Accord-
ingly, amounts otherwise deductible as
repairs will continue to be deductible
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even though such amounts exceed 20
percent of the basis of the unit of rail-
road rolling stock in the hands of the
taxpayer.

(3) Time and manner of making election.
(i) An election by a taxpayer under sec-
tion 263(e) shall be made by a state-
ment to that effect attached to its in-
come tax return or amended income
tax return for the taxable year for
which the election is made if such re-
turn or amended return is filed no later
than the time prescribed by law (in-
cluding extensions thereof) for filing
the return for the taxable year of elec-
tion. An election under section 263(e)
may be made with respect to one or
more of the units of railroad rolling
stock owned by the taxpayer. If an
election is not made within the time
and in the manner prescribed in this
subparagraph, no election may be made
(by the filing of an amended return or
in any other manner) with respect to
the taxable year.

(ii) If the taxpayer has filed a return
on or before March 14, 1973, and has
claimed a deduction under section 162
or 212 by reason of section 263(e), and if
the taxpayer does not desire to make
an election under section 263(e) for the
taxable year with respect to which
such return was filed, the taxpayer
shall file an amended return for such
taxable year on or before May 14, 1973,
and shall pay any additional tax due
for such year. The taxpayer shall also
file an amended return for each taxable
year which is affected by the filing of
an amended return under the preceding
sentence and shall pay any additional
tax due for such year. Nothing in this
subdivision shall be construed as ex-
tending the time specified in section
6511 within which a claim for credit or
refund may be filed.

(iii) If an election under section
263(e) was not made at the time the re-
turn for a taxable year was filed, and it
is subsequently determined that an ex-
penditure was erroneously treated as
an expenditure which was not in con-
nection with rehabilitation (as deter-
mined under paragraph (c) of this sec-
tion), an election under section 263(e)
may be made with respect to the unit
of railroad rolling stock for which such
expenditure was made for such taxable
year, notwithstanding any provision in
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